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SOCALGAS REBUTTAL TESTIMONY OF JEFFREY G. REED

(CUSTOMER SERVICE TECHNOLOGIES, POLICIES AND SOLUTIONS)

. SUMMARY OF DIFFERENCES!

TOTAL O&M - Constant 2013 ($000)
Base Year Test Year Change
2013 2016
SoCalGas 13,066 20,857 7,791
ORA 13,066 13,793 727

1. INTRODUCTION

A. ORA

The Office of Ratepayer Advocates (ORA) issued its report on Customer Service
Technologies, Policies and Solutions (CSTP&S) on April 24, 2015.% The following is a
summary of ORA’s positions:

e Non-Shared Research, Development and Demonstration (RD&D) Expenses: ORA
uses a five-year average (2009-2013) as the basis for its Test Year (TY) 2016 forecast
for RD&D expenses and recommends a TY 2016 revenue requirement of $10.385
million;® $2.330 million less than the SoCalGas zero-based forecast for TY 2016.

e Shared Expenses: ORA states that it used a five-year average as the basis for its TY
2016 forecasts with adjustments for TY 2016 activities.* ORA’s forecast for several
work groups, however, departed from the five-year average. Although ORA
recommends reductions and disallowances in some cases, no explanation was
provided on the specific adjustments made to the five-year average forecasts in
relation to TY 2016 activity levels. ORA’s estimate for Shared expenses was $3.408
million; $4.734 million less than SoCalGas’ TY 2016 forecast. Specifically:

0 ORA found SoCalGas’ TY 2016 forecast of $0.665 million for its Biofuels and
Low-Carbon Energy Resources Market Development work group to be
reasonable and does not oppose the requested funding levels.®

L ORA is the only party that submitted testimony containing TY 2016 forecast expenses for Customer
Service Technologies, Policies and Solutions. TURN submitted testimony recommending 2013 Customer
Service Technologies, Policies and Solutions non-labor expenses totaling $1,756 dollars for gear
containing the utility name and logo be removed from rates. TURN did not propose any changes to the
TY 2016 forecast for Customer Service Technologies, Policies and Solutions. Therefore no cost forecast
is shown for TURN. See Exhibit (Ex.) TURN-Marcus, pages 44-48.

2 Ex. ORA-13, Report on the Results of Operations for San Diego Gas & Electric Company and Southern
California Gas Company, Test Year 2016 General Rate Case — Customer Services, page 96, beginning at
line 9 through page 107.

* Ex. ORA-13, page 97.

* Ex. ORA-13, page 100.

® Ex. ORA-13, page 101.
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0 ORA found SoCalGas’ TY 2016 forecast of $1.201 million for its Business
Strategy and Development work group to be reasonable and does not oppose the
requested funding levels.®

0 ORA recommended zero funding in TY 2016 for SoCalGas’ Policy and
Environmental Solutions (PE&S) work group, asserting that the entirety of the
activities performed by the work group should be classified as lobbying expense
for shareholder benefit and excluded from rates.” ORA does not provide a TY
2016 forecast, but states that, should the California Public Utilities Commission
(Commission) reject ORA’s recommendation for zero funding, the Commission
should adopt 2013 adjusted-recorded expenses of $2.344 million “as an expense
level for SCG TY activities”® and recommends additional tracking of outreach
activities.

0 ORA recommended $1.542 million for the Natural Gas Vehicle (NGV) Program
using a five-year average forecasting methodology.® ORA suggests that any
incremental activity requirements be absorbed within the five-year average
revenue requirement.*®

e ORA claimed for some work groups (Non-Shared RD&D and Shared NGV Program)
that it had discovered through its analysis and data requests that the SoCalGas
forecasts included costs for “one-time, non-recurring and unusual expenses.”** These
items were not identified or described in ORA’s testimony and there was no
information provided on how these items impacted ORA’s TY 2016 forecasts.

e ORA claimed for some work groups (Non-Shared RD&D and Shared P&ES and
NGV Program) that SoCalGas’ historical expenses included embedded costs that
could be redirected to incremental expenses in TY 2016.** ORA does not explain
how funding for non-incremental ongoing activities can be used to fund incremental
activities.

B. TURN

TURN (The Utility Reform Network) filed its testimony on May 15, 2015.** The only

item regarding the CSTP&S testimony was a recommendation to exclude $1,756 dollars in

expenses for “Clothing and Other Promotional Gear” from 2013 recorded expenses.**

® Ex. ORA-13, page 101.

" Ex. ORA-13, page 103.

® Ex. ORA-13, page 104.

% Ex. ORA-13, page 105.

" Ex. ORA-13, page 107.

I Ex. ORA-13, page 99 and footnote 262, and page 105, and page 106 and footnote 277.

2 Ex. ORA-13, page 98; page 104; and pages 105 through 1086.

3 Ex. TURN-Marcus, Report on Various Results of Operations Issues in Southern California Gas
Company’s and San Diego Gas and Electric Company’s 2016 Test Year General Rate Cases, May 15,
2015.

" TURN-Marcus, Section V Base Year Accounting Adjustments, pages 44-48.
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I11.  REBUTTAL TO PARTIES’ O&M PROPOSALS

A. Non-Shared Services O&M

NON-SHARED O&M - Constant 2013 ($000)
Base Year Test Year Change
2013 2016
SoCalGas 8,080 12,715 4,635
ORA 8,080 10,385 2,305
1. Research, Development and Demonstration Disputed Cost

SoCalGas forecasts a TY 2016 revenue requirement for Non-Shared RD&D O&M
expenses of $12.715 million. This is an increase of $3.206 million over the authorized annual
funding of $9.509 million for the 2012 funding cycle. This increase is necessary to address
expanding requirements for technology development to address air emissions, climate impacts
and system reliability and integrity.

a. ORA

ORA’s estimate for SoCalGas’ Non-Shared RD&D O&M expenses is $10.385 million
(labor of $1.304 million and non-labor of $9.081 million). To arrive at its estimate, ORA utilized
a five-year average (2009-2013) of SoCalGas’ RD&D expenses. Although the RD&D program
is authorized at the program level, ORA forecast funding levels by sub-area as a basis for its
forecast.’> ORA’s RD&D program forecasts is $2.330 million lower than SoCalGas’ TY 2016
forecast. ORA’s testimony can be summarized as follows:

e Forecasting Methodology: ORA asserts that a five-year average forecasting
methodology is appropriate for determining the revenue requirement for the
SoCalGas RD&D program.’® ORA claims that the Commission adopted an
averaging forecast methodology for SoCalGas’ RD&D program in the 2012 GRC.*’

e Year-to-Year Spending Variation: ORA offers its assessment of year-to-year
variation in RD&D recorded expenses.*®

e Funds Available from One-time or Unusual Costs and Projects in Progress: ORA
asserts that historical expenses for “one-time, non-recurring and unusual expenses”
have not been excluded from historical costs.*®

15 SoCalGas also forecast by sub-area, although ORA forecasts are markedly lower than SoCalGas
forecasts for several high-priority areas.

1 Ex. ORA-13, page 97.

" Ex. ORA-13, page 99, footnote 263.

8 Ex. ORA-13, page 99.

¥ Ex. ORA-13, page 99.
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e Carry-over From Prior Funding Cycles: ORA asserts that, “SCG’s forecast includes
funding for projects that are continuous or ongoing in nature and have costs
embedded in historical expenses.”%

e Need for the Proposed RD&D Projects: ORA states that it “discovered that not all of
SCG’s TY 2016 projects are required to meet regulatory mandates and to maintain
system safety and reliability because projects proposed in its TY 2016 testimony
could be eliminated or postponed.”?

e RD&D Balancing Account: ORA recommends continuing the balancing account
treatment of the SoCalGas RD&D program.®?

I.  SoCalGas Response to ORA RD&D Recommendation

a. Forecasting Methodology

ORA’s TY 2016 revenue requirement forecast for RD&D is based on a five-year average.
A five-year average forecasting methodology, however, is not appropriate for RD&D.

In support of its methodology, ORA incorrectly states that the Commission adopted an
averaging forecast methodology in the 2012 GRC.?® This is an incorrect interpretation of
SoCalGas’ direct testimony. ORA references Ex. SCG-13, p JGR-5 where it states, “D. 13-05-
010 adopted an average funding level of $9.511 million...”. As discussed elsewhere, the RD&D
program is authorized for a multi-year cycle. $9.511 million was simply stating the authorization
on an annualized basis. It was not in reference to any forecasting methodology. It was merely a
statement of what funding the Commission authorized. The Commission did not comment or
rule on the zero-based forecasting methodology used for the SoCalGas forecast in the TY 2012
GRC cycle in D. 13-05-010.

A zero-based methodology, developed from a forward looking assessment of RD&D
needs, is a more appropriate basis for forecasting this work group than historical averaging. As
discussed in my direct testimony,* the SoCalGas RD&D program is funded through a one-way
balancing account and is funded across each GRC cycle and trued up at the end of each GRC
cycle. The program is managed on a multi-year basis against a spending plan that matches the

authorized budget. For example, for the 2008 program cycle (the last complete cycle) the full-

% Ex. ORA-13, page 99.

1 Ex. ORA-13, page 99, footnote 261.

22 Ex. ORA-13, page 99.

2 Ex. ORA-13, page 99, footnote 263.

" Ex. SCG-13-R, Direct Testimony of Jeffrey G. Reed page JGR-5.
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cycle spend was within less than 1% of the authorized amount.” For this reason, a multi-year
average will be very close to the authorized funding level, by design.

ORA provides no testimony disputing the facts or accuracy of the RD&D needs
assessment and analysis presented in my direct testimony’s “Technology Needs Assessment
Summary”,?® upon which the SoCalGas TY 2016 forecast is based. In particular, ORA does not
address the growing need for technology development to address air emissions reductions,
climate mitigation, reliability and system integrity. The ORA TY 2016 forecasts for the
Customer Applications, Transportation and Operations RD&D categories are 56%, 65% and
71% respectively of the SoCalGas forecasts and are offered without any discussion addressing
the increased RD&D drivers in those areas provided in direct testimony and the supporting
appendix noted above. These include the need to dramatically reduce nitrogen oxides (NOx) and
greenhouse gas (GHG) emissions in both transportation and customer applications and the
growing need for technology solutions to support system integrity, reliability and automation
(smart energy grid). Therefore, the SoCalGas forecast of $12.715 million should be adopted as
proposed.

The need for increased funding is demonstrated by the increases in utility RD&D
addressing the same drivers in relation to the electric system operations and utilization. In 2010,
total authorized Public Interest Energy Research (PIER) funding for electric and natural gas
RD&D was $69 million and $24 million, respectively (nominal 2010 dollars).?” However, in
2012, Commission Decision 12-05-037% established the Electric Program Investment Charge
(EPIC) program annual budget at $162 million, more than doubling funding levels for electric
RD&D. SoCalGas is not requesting a similar increase here, but a reasonable increase to fund

RD&D efforts to address air emissions, climate impacts and system reliability and integrity.

%> The CPUC authorized $40 million (nominal) in SoCalGas RD&D program funding for the four-year
2008 - 2011 GRC cycle (D.13-05-010, page 636). SoCalGas’ 2008 - 2011 recorded program expenses to
the RD&D one-way balancing account were $39.8 million (nominal) which is a difference of 0.5%.

% The “Technology Needs Assessment Summary” is attached to this testimony as Appendix C. For
discussion of Gas Operations RD&D needs, please refer to the Direct Testimony of Raymond Stanford
(SCG-07).

2T CPUC Responsibilities for Renewable and Energy Efficiency Resource Commitments by Investor-
Owned Utilities and Ratepayers Hearing on Public Goods Charge & the Renewable Resources Trust Fund
Senate Energy, Utilities and Communications Committee, March 29, 2011. Available at:
http://www.cpuc.ca.gov/NR/rdonlyres/E8F14974-C95E-4B65-81A0-

852D72E8AAFE/0/CPUC_Senate_ PGCReauthorizationHearing_032911_RenewablesEE.ppt

%8 Available at: http:/docs.cpuc.ca.gov/word_pdf/FINAL_DECISION/167664.pdf
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b. Year-to-Year Spending Variation

ORA'’s devotes significant attention to discussion of year-to-year variations in
spending.”® ORA emphasizes years with below average spending but makes no mention of years
in which the spend was near proposed TY 2016 levels. For example, in 2010 and 2011
SoCalGas RD&D program expenses were $12.664 million and $12.645 million respectively,
which is very close to the TY 2016 forecast of $12.715 million.** SoCalGas has explained the
reasons for year-to-year variations.®* The key point is that such variations are not relevant to
establishing the revenue requirement for TY 2016. The SoCalGas RD&D program is funded
over three or four year GRC cycles via a one-way balancing account that is trued up at the end of
each program cycle. The program spending is managed across the cycle and, therefore, year-to-
year fluctuations are not relevant to the forecast. Year-to-year fluctuations occur for a variety of
reasons through the course of the multi-year cycle. Projects are completed and new projects are
started and completed based on contracting timelines, timing of solicitation by co-funding
entities and normal variation in project size. More simply, yearly variations average out over the
course of the program cycle

c. Funds Available from One-time or Unusual Costs and Projects
in Progress

ORA states that SoCalGas “historical expenses (2009-2013) include costs incurred for
one-time, non-recurring and unusual expenses (expenses incurred that are not necessary or
required to operate the utility business).”*> ORA does not present evidence in support of this
claim. Next, ORA states that, “Although there were several questionable and unidentifiable
expenses that required additional information and analysis, due to time constraints, ORA did not
have time to issue additional data requests for information that had already been requested from
SoCalGas.”**

ORA made a data request asking for additional information on costs incurred by the
RD&D group (attached as Appendix A, Attachment 1 to this testimony). SoCalGas provided a

complete response including line-item detail on hundreds of expenditures incurred by the RD&D

2 Ex. ORA-13, page 98- 99, and footnotes 260 — 262.

%0 See Ex. ORA-13, page 98, Table 13-45.

31 ORA Deficiency Data Request SoCalGas-ORA-DEF-004-TLG, Question B.1. Attached to this
testimony as Appendix B.

%2 Ex. ORA-13, page 99, and footnote 262; pages 105 through 106, and footnote 277.

% Ex. ORA-13, page 99, footnote 262.
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work group and held two follow up telephone calls with ORA to answer questions about the data
request response. The first was held on February 24, 2015 and the second discussion occurred
on February 26, 2015, approximately 2 months prior to the filing of ORA’s testimony. ORA did
not issue additional data requests. Notwithstanding the fact that ORA’s assertions regarding
unusual historical costs are incorrect, ORA’s claims would not impact the zero-based forecast for
TY 2016 because it is based on a forward-looking RD&D program plan as opposed to a
historical average.

d. Carry-over From Prior Funding Cycles

ORA asserts that projects that are ongoing from the prior funding cycle (e.g., projects
started in 2014 or 2015 that continue in 2016) reduce the need for funding in the new cycle
because they have already been partially funded.** The phenomenon of projects extending
beyond a funding cycle does not impact the forecast because a roughly equal number of projects
will be ongoing at the end of the cycle which balances the effect across the full cycle (funds
needed for ongoing projects at the beginning of the cycle are offset by projects started at the end
of the cycle that are not completed and therefore not fully funded during the cycle). The effect
that ORA describes actually has the reverse effect of what they claim. Carryover projects would
increase, not decrease funding requirements at the beginning of the cycle but, again, the
SoCalGas forecast is based on the full cycle including beginning and end effects.

e. Need for the Proposed RD&D Projects
ORA stated that it “discovered that not all of SCG’s TY 2016 projects are required to

meet regulatory mandates and to maintain system safety and reliability because projects
proposed in its TY 2016 testimony could be eliminated or postponed.”® ORA is simply noting
the obvious fact that, if the RD&D program is not funded, the planned projects cannot be
undertaken. RD&D projects are not mandated, but RD&D programs are explicitly recognized in
California Public Utilities Code Section 740.1, which allows for customer funding of RD&D
activities that meet established standards. All planned projects are in the customer interest, meet
the established standards, and should be funded.

¥ Ex. ORA-13, page 98, footnote 258.
% Ex. ORA-13, page 99, footnote 261.
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f. Conclusion

In summary, ORA’s proposed reductions to the requested RD&D program funding is not
adequately supported and should not be adopted. ORA’s proposed forecast, based on historic
average spending, is inadequate to fund natural gas based RD&D projects needed to support
California's environmental policy goals and achieve greater natural gas reliability, lower costs,
and increased safety. SoCalGas’ zero-based TY 2016 RD&D program forecast totaling $12.715
million should be adopted.

B. Shared Services O&M

SHARED O&M - Constant 2013 ($000)
Base Year Test Year Change
2013 2016
SoCalGas 4,986 8,142 3,156
ORA 4,986 3,408 (1,578)

SoCalGas forecasts $8.142 million for its Customer Service Technologies, Policies and
Solutions Shared Services O&M expense for TY 2016 in four work groups: Policy and
Environmental Solutions (P&ES), Biofuels and Low-Carbon Energy Resources Market
Development, Business Strategy and Development and the Natural Gas Vehicle (NGV) Program.
There are disputed costs in the P&ES and NGV forecasts.

1. Policy & Environmental Solutions Disputed Costs

SoCalGas requests TY 2016 funding of $4.005 million for P&ES O&M expenses (labor
of $1.940 million and non-labor of $2.065 million). The P&ES group was formed in 2013,
incorporating the existing Environmental Affairs (now Air Agency Liaison and Customer
Support) group and adding resources in the areas of Energy & Environmental Policy and
Legislative Analysis & Public Policy. The additional functions were necessary to address a
significant increase in the volume of new and proposed policies and regulations by agencies
regulating SoCalGas that impact SoCalGas operations, rates, and customers.

The core function of the newly formed groups is to provide analysis of the impacts of
policies and regulations to inform planning and policy development by SoCalGas, its customers
and other stakeholders such as state agencies and interested parties. The group engages on
matters that directly impact SoCalGas’ operations, customers, and SoCalGas’ efforts to provide

safe and reliable service, at reasonable rates.

JGR-8
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The function of these groups is predominantly analytical and focuses on evaluating the
impacts of existing or potential policies and regulations on air emissions, greenhouse gas
emissions, system operations, and customers. The work products of these groups inform internal
decision making, support education and outreach to agency staff, policy makers and other
stakeholders to ensure that these groups have an accurate fact base with which to address matters
related to natural gas and natural gas infrastructure, and they support SoCalGas participation in
formal processes and proceedings impacting SoCalGas operations, rates, environmental
footprint, or customers. The external engagement of the group is predominantly with customers
and agencies that directly regulate SoCalGas. Engagement by EP&S staff with public officials
who are not with agencies that directly regulate SoCalGas has been, and is expected to be, de
minimis.

a. ORA

ORA disputes SoCalGas TY 2016 revenue requirement forecast of $4.005 million
funding in TY 2016 for the P&ES work group, claiming that the entire amount should be
excluded from rates as lobbying expense. ORA states that “The primary purpose of this work
group is to engage in lobbying activities that benefit SoCalGas and its shareholders more than
ratepayers. These costs should be recorded below the line and be funded 100% by SoCalGas
shareholders.”

ORA’s assertion regarding lobbying appears to be based upon an incorrect understanding
of the function and activities of the P&ES work group. SoCalGas lobbying activities are
undertaken by the State Government Affairs group and those costs have been excluded from
GRC cost forecasts.

ORA'’s assertion that the activities of the P&ES group are undertaken for the benefit of
shareholders is also incorrect. The activities undertaken by the P&ES group are for the benefit
of SoCalGas’ customers and are appropriate to include in SoCalGas’ authorized revenue
requirement. ORA claims that the activities of the P&ES group are undertaken primarily for the
benefit of shareholders. ORA does not, however, explain how P&ES activities benefit
shareholders. ORA’s claim is simply unsupported. The matters addressed by this group include
greenhouse gas mitigation, air emissions regulation, operational requirements, and how these

matters impact SoCalGas’ operations and customers. These efforts assist in the provision of safe

% Ex. ORA-13, page 103.
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and reliable service at reasonable rates. Any collateral benefit to shareholders is speculative and
independent of the purpose of the group. The P&ES work groups and activities are described in

direct testimony and are summarized again below.*

I.  Air Agency Liaison and Customer Support

The Air Agency Liaison and Customer Support (formerly Environmental Affairs) group
is responsible for education of and assistance to customers regarding compliance with current
and proposed air emissions regulation and liaison with the air districts regarding these matters.
The 2012 GRC decision specifically found that such costs (then incurred by Environmental
Affairs) were appropriate for recovery through rates. There, the Commission recognizes that
“Since the use of natural gas by both large and small customers is affected by these air quality
standards and regulations, we believe it is important for SoCalGas to have a role in explaining to
its customers how the use of these standards and regulations will affect their businesses, and the
way in which they consume natural gas.”® It would certainly follow that explaining these
impacts to other stakeholders, including agency staff and decision makers, is equally appropriate
and important. Regardless, SoCalGas is permitted to incur reasonable expenditures related to
appearances before regulatory and other governmental bodies in connection with SoCalGas’

existing or proposed operations.

ii.  Energy & Environmental Policy

The Energy & Environmental Policy group performs analysis of potential impacts of
existing or proposed regulations or state policies on SoCalGas operations, rates, and customers in
their use of natural gas; and to disseminate that information to internal and external stakeholders
(education and outreach). In addition, the analysis provides factual basis to support appearances
before regulatory or other governmental bodies in connection with SoCalGas’ operations. The
activities of this group relate to agencies that are direct regulators of SoCalGas: the California
Energy Commission, the air districts, District 9 of the United States Environmental Protection
Agency and the California Air Resources Board and the California Public Utilities Commission
(in support of the regulatory affairs group). SoCalGas must engage with its regulators on matters
relevant to its operations, its customers, and the use of natural gas. Such activities are

appropriate for rate recovery provided they are reasonable. A recap of some of the primary

¥ Ex. SCG-13-R, Direct Testimony of Jeffrey G. Reed pages JGR-20 through JGR-28.
% Decision (D.)13-05-010, page 642.
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matters addressed by the Energy & Environmental Policy group is presented below. All of these

matters relate directly to SoCalGas operations, rates and the use of natural gas by customers.

Air Quality Management Plan (AQMP) Development and Implementation — Local
air districts must develop periodic AQMP identifying rules and strategies to meet the
National Ambient Air Quality Standards (NAAQS) established by the Federal
Environmental Protection Agency (EPA). Two of the local air districts served by
SoCalGas the South Coast Air Quality District (SCAQMD) and the San Joaquin Valley
Air Pollution Control District (SJVAPCD), are currently not in attainment for particulate
matter (PM) and ozone. By 2016, both districts must submit plans to meet current ozone
standards. The districts have already begun the public process to evaluate potential rules
and strategies to meet the standard. P&ES staff works with the district to develop cost
effective means to meet NAAQS. Activity levels will continue to increase as the districts
get closer to their 2016 deadlines and the subsequent implementation period.

Natural Gas Act (AB1257) Implementation—Beginning in November 2015, and every
four years thereafter, the California Energy Commission (CEC) will identify strategies to
maximize the benefits obtained from natural gas as an energy source, helping the state
realize environmental and cost benefits afforded by natural gas. The CEC’s ongoing and
continuous effort requires SoCalGas (through the P&ES group) to support and participate
in CEC’s working group and submit testimony to form the basis of periodic policy
reports.

Greenhouse Gas Reductions—Assembly Bill (AB) 32 requires California to reduce its
GHG emissions to 1990 levels by 2020 and executive order S-3-05 requires a reduction
to 80 percent below 1990 levels by 2050. In the First Update to the AB32 Scoping Plan
approved in May 2014, California Air Resources Board (CARB) lays out an ambitious
agenda to put regulations in place to meet the 2050 goal. Implementing this plan and
future updates will require significant effort by SoCalGas’ P&ES group in TY 2016 and
beyond.

Zero Net Energy Building Policies—The CEC’s 2013 Integrated Energy Policy Report
(IEPR) established a definition for zero net energy (ZNE) buildings in anticipation of
ZNE requirements for new construction starting in 2020. The treatment of natural gas
technologies in these regulations will have significant impact on natural gas customers
and SoCalGas operations to deliver natural gas to homes and buildings. The P&ES group
will be asked to assess alternatives and proposals related to this set of new regulations.

Methane Emissions Reduction Policies — New policies and regulations on methane
emissions from natural gas production, transmission and distribution are emerging at the
federal, state and local levels in order to meet federal and state climate change policies, as
well as address safety concerns related to natural gas operations. These regulations may
impact natural gas supplies and will impact SoCalGas operating practices and costs.*°
Significant effort is currently being expended by the P&ES group to review the numerous

% Ex. SCG-13-R, page 24 and page 25.
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studies and mitigation proposals in this topic area and this is expected to increase in TY
2016.
iii.  Legislative Analysis and Public Policy Group
The Legislative Analysis and Public Policy group engages in similar activities to the
Energy and Environmental Policy group but it focuses on analysis of the impact of proposed
legislation on SoCalGas operations, rates and customers in their utilization of natural gas. The
group also deals with various other matters related to local issues such as the Dig Alert program
or other matters that do not fall within the purview of the Energy and Environmental Policy
group.
Iv.  Historical P&ES Costs
ORA also takes issue with information provided to ORA to explain where historical
P&ES costs resided. In Ex. ORA-13, ORA states:

ORA attempted to review and analyze costs SCG incurred from 2009-2013 for
efforts to educate policy makers and assist in the development of reasoned
legislation ORA was trying to determine whether SCG employees were charging
time accurately between ratepayers and shareholders with regard to lobbying
activities. SCG did not provide the information and stated that “The hours and
costs of various staff members previously supporting policy work on an
occasional or ad hoc basis was not separately tracked and is therefore not
available.”*

In making this statement, however, ORA appears to misunderstand SoCalGas’ response to data
request ORA-SCG-DR-043-TLG questions 12b and 12¢.*

In ORA’s testimony, ORA cites SoCalGas response to questions 12b and 12¢ for
support.*? Questions 12b and 12c¢ ask for historical cost detail on who was performing the
activities currently performed by the Policy and Environmental Solutions Group prior to
formation of the group in 2013. Specifically, Question 12b asks which work group performed
and what costs were associated with “state and federal agency policy analysis, engagement,
outreach and customer support related to existing and proposed state and federal policies, laws

143

and regulations concerning natural gas utilization.”™ Question 12c asks the same question

related to, “efforts to educate policymakers and assist in the development of reasoned legislation,

O Ex. ORA-13, page 104.

“! Responses to data request ORA-SCG-DR-043-TLG questions 12b and 12c are attached to this
testimony in Appendix A.

“2 Ex. ORA-13, page 104, footnote 272.

“* Appendix A, Attachment 2 (Data request ORA-SCG-DR-043-TLG questions 12b).
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environmental policy and regulation (such as criteria pollution and greenhouse gas regulation),
and energy policy and regulation (such as CEC’s IEPR).”*

SoCalGas responded by providing the work groups and associated FTEs performing the
activities currently being performed by the P&ES group as well as the historical costs for the
work groups that mapped to the P&ES group.*® SoCalGas provided cost and staffing levels at
the work group level rather than according to the specific activities that ORA requested because
costs are not recorded according to activity areas.

SoCalGas added to its response, for transparency and completeness of response, that
“hours and costs of various staff members previously supporting work on policy matters on an
occasional or ad hoc basis was not separately tracked and is, therefore, not available.”*® This
means that SoCalGas employees, in various departments, that are, for example, asked to provide
subject matter input related to policy issues, do not track or charge time to P&ES; rather, their
costs stay in their departments. These costs do not appear in P&ES historical costs nor are they
part of the TY forecast. As such, ORA was provided the requested historical data and there is no
basis for ORA’s claim that ORA was unable to review and analyze the costs.

v. ORA’s 2013 P&ES Funding Alternative

ORA suggests that, if the Commission rejects their zero funding request, a revenue
requirement of $2.344 million should be adopted based on SoCalGas’ 2013 adjusted-recorded
expenses.”” This is well below the P&ES 2014 recorded expense of $2.990 million. ORA
provides no support or rationale for its TY 2016 recommendation. SoCalGas has provided full
detail on its forecast for this group, including a detailed staffing breakdown and back-up for the
non-labor forecast.”* SoCalGas’ engagement on matters that impact its operations, rates and
customers is clearly in the customer’s interest. The uptrend in activity in the P&ES work group
is evident in the historical data and SoCalGas’ funding request of $4.005 million is reasonable,

was fully supported in direct testimony and should be adopted.

“ Appendix A, Attachment 2 (Data request ORA-SCG-DR-043-TLG questions 12b).

> Appendix A, Attachment 2 (Data request ORA-SCG-DR-043-TLG questions 12b).

“® Appendix A, Attachment 2 (Data request ORA-SCG-DR-043-TLG questions 12b).

“" Ex. ORA-13, page 104.

*® Ex. SCG-13-R, page JGR-22, Table JGR-10; and Appendix A, Attachment 2 (response to ORA’s data
request ORA-SCG-DR-043-TLG, Question 12).
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vi. ORA’s Tracking Alternative

ORA'’s recommendation for additional tracking of activities is unnecessary, but, in the
interest of full transparency, SoCalGas would not object to reporting in the next GRC time spent
by the P&ES group performing education and outreach efforts with public officials who are not
regulators of SoCalGas (this would generally be state or local elected officials or appointees).
Such educational and outreach efforts are expected to be immaterial as a proportion of the total
activity of the group.

2. Natural Gas Vehicle Program Disputed Cost

The SoCalGas NGV program has been authorized since the mid-1990s to advance state
goals for expansion of the use of alternative fuel vehicles. In this GRC, SoCalGas proposes an
expansion of program funding from base year funding of $1.432 million to a TY 2016 forecast of
$2.272 million to continue ongoing program activities and to address new work requirements
related to an expanding NGV customer base, increasing volume of new NGV installations and
expanded activity on customer outreach, including activity in several new transportation areas
(such as off-road applications). SoCalGas is requesting $0.839 million in incremental funding
over 2013 BY expense of $1.432 million to support accelerating growth in the NGV customer
segment. ORA and TURN both dispute some costs forecast for the NGV program.

a. ORA

ORA takes issue with the SoCalGas TY2016 NGV request. In opposing SoCalGas’
NGV program O&M forecast, ORA states “...SoCalGas has not demonstrated that it requires
incremental funding of 58.55% over 2013 recorded expenses to perform activities associated
with its Natural Gas Vehicle Program. The Commission should adopt ORA’s estimate of $1.542
million for SoCalGas Natural Gas Vehicle Program as a reasonable expense level for the TY
2016...”* ORA arrives at their forecast using a five-year average (2009-2013).

ORA did not dispute the program of work proposed for the NGV group but asserted that
the work could be accomplished at historical funding levels through realization of undefined

productivity gains and re-allocation of what it calls embedded costs.™® These claims are not

“ Ex. ORA-13, page 105.
0 Ex. ORA-13, page 106.
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supported by analysis of resource requirements and ignore the work driver analysis presented in
direct testimony and in response to ORA’s data request.*

Increases in new service requests and customer count in the historical period were
absorbed by scaling back outreach activities, extending cycle time on some processes and on
process redesign efforts which have since been completed. The SoCalGas forecast is based on
analysis of the resources required to execute work volumes forecast for TY 2016 (volumes that
ORA does not dispute). While not contesting activity levels forecast for TY 2016, ORA states
that SoCalGas “has been able to manage significant market growth, customer interest and
associated utility outreach activities at expense levels that have remained stable between 2009
and 2014 (with the exception of 2012).”°* This does not address the difference in work drivers
and activity levels between the historical period and TY 2016. Current resources available for
customer outreach are not adequate to meet the program goal of 10 million (MM) therms of
annual new NGV load. The historical costs also do not reflect any expenses for addressing
planned new activity in off-road applications (marine, rail, equipment) and commuter / home
refueling applications described in direct testimony.>*

In addition, ORA states that “...SoCalGas TY 2016 forecast includes costs for activities
that are on-going and have costs already embedded in its historical expenses for the same or
similar activities...”>* It is not activities, but activity levels (not the nature of the work but the
volume of the work) that are relevant. ORA is correct that the SoCalGas TY2016 forecast
includes funding to meet historical activity levels. It also includes funding for incremental
activity levels in TY 2016 that go beyond activity levels in the historical period.

The state has ambitious goals for alternative fuel vehicles. With the low price of natural
gas relative to other fuels, and advances in vehicle technology, the natural gas vehicle market in
southern California is poised for growth and the SoCalGas NGV program can play a significant
role in promoting attainment of this potential. The role of the Commission in promoting

alternative fuel vehicles is codified in Public Utilities Code 740.3(a), which instructs the

*1 Ex. JGR-13, page JGR-31 and Appendix A, Attachment 3 (SoCalGas’ response to data request ORA-
SCG-DR-043-TLG question 13).

%2 Ex. ORA-13, page 107.

» Ex. SCG-13-R, page JGR-31.

> Ex. ORA-13, pages 105 - 106.
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Commission to evaluate and implement polices to “...promote the development of equipment
and infrastructure needed to facilitate the use of...natural gas to fuel low-emission vehicles...”

SoCalGas’ TY 2016 forecast of $2.271 million for the NGV program is fully supported
by its work-driver analysis and should be adopted.

b. TURN

TURN challenged $1,756 in 2013 recorded-adjusted expense categorized as “Clothing
and Other Promotional Gear”,* stating that these expenses are not necessary and should be
excluded from the TY 2016 forecast. These expenditures were for items such as pens and flash
drives containing the web address of the SoCalGas NGV site and were provided to current or
prospective NGV users for the purpose of promoting the use of natural gas as a transportation
fuel, which is the core purpose of the program. TURN’s recommended reduction should be
rejected.
IV. CONCLUSION

To summarize, the Customer Services Technology, Policy and Solutions work area
comprises a number of functions that benefit customers by advancing technologies in support of
Commission goals, supporting customer environmental compliance, ensuring that there is a
proper fact base for establishing and implementing policies and regulations impacting SoCalGas
and its customers and promoting adoption of clean natural gas solutions such as natural gas
vehicles and biogas. SoCalGas TY 2016 forecasts are well supported and SoCalGas’ forecasts
of a TY 2016 revenue requirement of $12.715 million for its non-shared RD&D and its TY 2016
forecast for shared-service activities of $8.142 million should be adopted.

This concludes my prepared rebuttal testimony.

> Ex. TURN-Marcus, Section V Base Year Accounting Adjustments, pages 44-48.
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Appendix Attachments

A. Responses to Data Request ORA-SCG-DR-043-TLG
1. Questions 10 and 11
2. Question 12
3. Question 13

B. Response to Data Request SoCalGas-ORA-DEF-004-TLG; Question B.1
C. Technology Needs Assessment Summary

(Appendix B of Ex. SCG-013-R; Direct Testimony of Jeffrey G. Reed;
Customer Service Technologies, Policies and Solutions)
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Appendix A-Attachment A.1
ORA-SCG-DR-043-TLG, Questions 10 and 11
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC - A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015

10. For SCG’s Customer Service Technologies, Policies and Solutions for 2009-2013 provide, in
a spreadsheet similar to the one shown in workpapers on page 65, a detailed and itemized
listing of all labor and non-labor expenses (note: do not lump expenses together in the
response, separate and identify the expenses by the categories as requested below) incurred
for 1) lobbying activities (“efforts to educate policymakers and assist in the development of
reasoned legislation, environmental policy and regulation...”; see pg. JGR-20) , 2) employee
meals, 3) employee luncheons, 4) vendor payments for offsite meetings and events (provide
copies of contracts for costs and services provided), 5) all entertainment expenses, 6)
employee recognition activities, 7) sporting events, 8) bonuses/awards, 9)
employee/company memberships and dues, 10) all contributions, 11) charitable events, 12)
brand awareness and loyalty surveys/campaigns/events, and 13) other employee reimbursable
expenses.

SoCalGas Response:

The expenses shown in the attachment “ORA-SCG-DR-043-TLG-Q10” reflect the dollars spent
in 2009-2013 as charged by the operating areas. The data shows that there is variation in
categories used, which is dependent upon the people responsible for assigning costs. All
recorded costs are included in the attachment. Not all categories requested by ORA are
specifically or separately identifiable. For example, brand awareness and loyalty
surveys/campaigns/events are not separately identified from other advertising or event expenses.

Please note that lobbying activities are not included in recorded or requested GRC dollars.
Lobbying activities are out of the scope of the GRC and are not ratepayer funded.

19
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including but not limited to studies, equipment demonstrations and testing, special projects

ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC - A.14-11-004
SOCALGAS RESPONSE

DATE RECEIVED: JANUARY 21, 2015

DATE RESPONDED: FEBRUARY 5, 2015
11. For SCG’s Customer Service Technologies, Policies and Solutions, provide, in a spreadsheet
similar to the one shown in workpapers on page 65, a detailed and itemized listing of all costs
incurred for one-time, unusual, or non-recurring costs for the years 2009 through 2013,

and programs, surveys, training, contract expenses, product/project development, testing
and/or implementation, etc.

SoCalGas Response

The groups within CSTP&S undertake a series of projects to support the function of the group.
Examples are studies or analyses contracted to outside parties in the various functional areas and
RD&D projects. These activities are part of the normal course of business and projects are not
duplicated from one period to the next. See the attachment included in response to Question 10

above (“ORA-SCG-DR-043-TLG-Q10 Attachment.xIsx”) for a detailed listing of the types of

costs included in the 2009 through 2013 adjusted recorded expenses.

Please see the following table for cost exclusions that were made to CSTP&S historical

expenses.
Customer Service Technologies, Policies and Solutions Historical Cost E xclusions Nominal (5000)
. . .. Workpaper
Worlpaper | Workpaper Description | Cost Type Page Cost Adjustment 2000 | 2000 | 2011 | 2012 | 2013
Pursuant to CPUC decision 12-12-037
Comrpression Senvice Tariffactnifes are
2200-0234 |INGV Program Labor 38-30 excluded from base rates. ($0.247) ($3)]  (30.49)
To exclude costs associated with the
2200-0234  [NGV Program Non-Labor £ NGV emrploves hcenfive program. (563) ($12)
Pursuant to CPUC decision 12-12-037
Business Strategy & Comrpression Senvice Tariffactnifes are
2200-2220  [Dewelopment Non-Labor 58-39 exciuded fombase rates. (30.374) (337)
Bio-Fuels & Low-Carbon Costs related to a ong-fine project
Resources Market regulatory filing excluded fom historical
2200-2286  [Dewvelopment Labor 48 costhase for this finction (318) (310)
Bio-Fuels & Low-Carbon Costs related to a ong-fine project
Resources Market regulatory filing excluded fom historical
2200-2286 [Dewelopment Non-Labor 48-49 costhase for this finction (3469) (39)
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC - A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015

12. SCG’s Policy and Environmental Solutions Work Group forecasts $4.005 million ($12.015
million over three years) in TY 2016. This is an increase of $1.661 million or 70.86% over
2013 recorded adjusted expenses of $2.344 million. SCG formed this group in 2013. The
five year average (2009-2013) is $1.643 million and the three year average (2011-2013) is
$2.256 million.

a.

Provide all documentation that SCG’s management utilized and relied upon to determine
that its Policy and Environmental Solutions Work Group is required considering that its
Regulatory Affairs group and its State Government Affairs group performed similar or
“complementary” activities.

SCG formed its Policy and Environmental Solutions Work Group in 2013 (see JGR-20).
Provide documentation that explains in detail how the activities which have now been
reorganized into the Policy and Environmental Solutions Work Group were performed
(i.e., performing “state and federal agency policy analysis, engagement, outreach, and
customer support related to existing and proposed state and federal policies, laws and
regulations concerning natural gas utilization).” In the response include the count of
FTEs that performed the work, associated accounts/recorded costs, prior to the
reorganization in 2013.

Prior to the creation of Policy and Environmental Solutions Work Group in 2013, provide
documentation that explains which Work Group/Cost Center performed activities
associated with “efforts to educate policymakers and assist in the development of
reasoned legislation, environmental policy and regulation (such as criteria air pollution
and greenhouse gas regulation), and energy policy and regulation (such as the CEC’s
IEPR).” In the response provide the recorded costs (2009-2013) for this activity.

SCG forecasts 17 FTEs for its Policy and Environmental Solutions Work Group (see
Tables JGR-9 and JGR-10 on pages JGR-20 and JGR-22) for its Shared Services
activities for the TY 2016 over its 2013 FTEs of 7.8. SCG states that three additional
FTEs were added in 2013 when the group was reorganized. Provide documentation that
explains in detail and demonstrates the number of FTEs that are currently assigned duties
associated with each of the following activities in its Policy and Environmental Solutions
Work Group: support environmental and energy policy and regulation; support legislative
and public policy activities; provide administrative support.

SCG states on page JGR-21 that “The staffing increases reflected in the forecast are
necessary to respond to a substantial increase in energy and environmental legislative,
policy and regulatory activities, as well as an increase in customer need for compliance
assistance.” Provide documentation that identifies the accounts, recorded costs (2009-
2014), and activities for the “substantial increase in energy and environmental legislative,
policy and regulatory activities, as well as an increase in customer need for compliance
assistance” in order to substantiate the assertions mentioned in this question.
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC — A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015
Question 12 (Continued)

f. Provide documentation that explains in detail and demonstrates why SCG’s current
staffing level in its Policy and Environmental Solutions Work Group are insufficient to
perform the work activities proposed for TY 2016 (include all supporting documentation
in the response).

g. On page JGR-22 in Table JGR-10 and on page JGR-27, SCG shows lump sum figures
and provides a brief discussion for its non-labor forecast of $2.066 million ($6.198
million over three years) which is proposed to increase by $0.658 million or 46.73% over
2013 recorded adjusted expenses of $1.408 million. SCG’s testimony and workpapers
are insufficient and incomplete. Provide all supporting documentation which clearly
identifies proposed activities and the basis for each number used in the calculation of the
forecasted expenses (i.e., the documentation that demonstrates the individual breakdown
of all costs included in each estimate along with source documentation/basis for numbers;
where/how did SCG calculate the non-labor figures found on page JGR-27).

h. Provide documentation that clearly shows a detailed breakdown of all activities and
associated non-labor costs incurred for 2013 for SCG’s Policy and Environmental
Solutions Work Group.

SoCalGas Response:

a. [Provide all documentation that SCG’s management utilized and relied upon to
determine that its Policy and Environmental Solutions Work Group is required
considering that its Regulatory Affairs group and its State Government Affairs group
performed similar or “complementary’ activities.]

SoCalGas determined that the Policy and Environmental Solutions Work Group was
necessary to address state and local policy initiatives that were increasingly focused on
electrification of all energy end uses to meet greenhouse gas reduction goals (AB32) and
ozone standards (Federal Clean Air Act); without fully assessing the potential to meet
these goals in a timelier and cost-effective manner using natural gas and related
technologies.

The Policy and Environmental Solutions Work Group was established to provide an
enhanced capability to analyze natural gas policy solutions and engage with regulators
and policy leaders to provide solutions that would protect customers and help meet state
and federal climate change and air quality goals cost effectively. The group was tasked
with educating policymakers on the opportunities available with natural gas, renewable
natural gas, and the full range of natural gas solutions capable of supporting state and
federal goals.
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC — A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015
Response to Question 12a (Continued)

These resources and capabilities did not exist in the Regulatory Affairs or State
Government Affairs groups and they do not overlap or duplicate the functions of those
work groups although staff members may be consulted on specific matters from time to
time. Previously, legislative issues were addressed by San Diego Gas & Electric
(SDG&E), but there was limited expertise on unique natural gas related issues. As such,
SoCalGas created a new group comprised of existing SoCalGas Environmental Affairs
personnel that focused on air quality issues at local air districts, and hired additional staff
with expertise on analyzing policy and engaging policymakers on state and federal
environmental and energy policy issues. Therefore, P&ES is the group responsible for
addressing unique, California-specific natural gas issues (a group that did not previously
exist elsewhere at SoCalGas or SDG&E).

b. [SCG formed its Policy and Environmental Solutions Work Group in 2013 (see JGR-20).
Provide documentation that explains in detail how the activities which have now been
reorganized into the Policy and Environmental Solutions Work Group were performed
(i.e., performing “state and federal agency policy analysis, engagement, outreach, and
customer support related to existing and proposed state and federal policies, laws and
requlations concerning natural gas utilization).” In the response include the count of
FTEs that performed the work, associated accounts/recorded costs, prior to the
reorganization in 2013.]

Prior to formation of the P&ES group in 2013, the work on state and federal agency
policy analysis, engagement, outreach, and customer support related to existing and
proposed state and federal policies, laws, and regulations concerning natural gas
utilization was performed by the Environmental Affairs Group, a part-time legislative
analyst, and various staff members in regulatory affairs and other departments that
devoted part of their time to addressing policy matters as they were identified. With the
growing array of policy matters related to natural gas, this approach was deemed to be
inadequate to provide the level of analysis and engagement needed.

The primary drivers for the increase in policy matters related to natural gas are the advent
and implementation of AB32 and new and evolving Federal Clean Air Act standards and
requirements. Due to these drivers, SoCalGas determined there was a need for a group to
represent the interests of natural gas customers as the state developed plans to meet air
quality requirements and long term greenhouse gas reduction goals.

The costs of FTEs working on local air quality issues are included in the testimony (see

page JGR-20, Table JGR-9) and copied below. Also below is a table showing functions

described above, previous location, and FTE count. The hours and costs of various staff
members previously supporting work on policy matters on an occasional or ad hoc basis
was not separately tracked and is, therefore, not available.
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ORA DATA REQUEST

ORA-SCG-DR-043-TLG

SOCALGAS 2016 GRC - A.14-11-004

SOCALGAS RESPONSE

DATE RECEIVED: JANUARY 21, 2015

DATE RESPONDED: FEBRUARY 5, 2015

Response to Question 12b (Continued)

TABLE JGR-9

Policy & Environmental Solutions

In Thousands of 2013 Dollars — Incurred Costs

Adjusted-Recorded Forecast Change
Year 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2
Labor 381 431 678 894 937 | 1517 | 1,861 | 1,940 1,003
Non-
labor 46 589 | 1628 | 1221 | 1408| 1,486 | 1,836 | 2,066 658
Total
427 | 1,020 | 2,307 | 2,115| 2,345| 3,002 | 3,696 | 4,005 1,661
FTEs 3.3 3.8 5.7 7.6 7.8 13.2 16.5 17.3 9.5
Note: Totals may include rounding differences
Function Pre-2013 Location FTE
Director, Environmental Affairs Environmental Affairs, SoCalGas 1
Local Air District Policy and Support and
Customer Support Environmental Affairs, SoCalGas 6.6
Legislative Support Legislative Affairs, SDG&E 0.5
Total 8.1

c. [Prior to the creation of Policy and Environmental Solutions Work Group in 2013,

provide documentation that explains which Work Group/Cost Center performed activities
associated with “efforts to educate policymakers and assist in the development of
reasoned legislation, environmental policy and regulation (such as criteria air pollution
and greenhouse gas regulation), and energy policy and regulation (such as the CEC'’s

IEPR).” In the response provide the recorded costs (2009-2013) for this activity.]

Please see response to Question 12b above.

d. [SCG forecasts 17 FTEs for its Policy and Environmental Solutions Work Group (see
Tables JGR-9 and JGR-10 on pages JGR-20 and JGR-22) for its Shared Services
activities for the TY 2016 over its 2013 FTEs of 7.8. SCG states that three additional
FTEs were added in 2013 when the group was reorganized. Provide documentation that

explains in detail and demonstrates the number of FTEs that are currently assigned

duties associated with each of the following activities in its Policy and Environmental

24

JGR-A-18




ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC — A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015
Response to Question 12d (Continued)

Solutions Work Group: support environmental and energy policy and regulation; support
legislative and public policy activities; provide administrative support.]

The number of FTEs that are currently (2014) assigned duties associated with the
activities requested are:

e Support environmental and energy policy and regulation: 5 FTES
e Support legislative and public policy activities: 2 FTES
e Administrative support: 0 FTE

e. [SCG states on page JGR-21 that “The staffing increases reflected in the forecast are
necessary to respond to a substantial increase in energy and environmental legislative,
policy and regulatory activities, as well as an increase in customer need for compliance
assistance.” Provide documentation that identifies the accounts, recorded costs (2009-
2014), and activities for the “substantial increase in energy and environmental
legislative, policy and regulatory activities, as well as an increase in customer need for
compliance assistance” in order to substantiate the assertions mentioned in this
question.]

A significant increase in the number and scope of federal, state and local environmental
and energy policy initiatives are the primary drivers behind the staffing increase request.
For example, at the federal level, the Environmental Protection Agency (EPA) has
proposed to revise the national ambient air quality standards for ozone, to regulate
greenhouse gas emissions (GHG) from new and existing power plants, and to regulate
methane emissions from the natural gas supply chain. The state of California has
established ambitious goals to reduce greenhouse gas emissions to 1990 levels by 2020
and to 80% below 1990 levels by 2050. In order to accomplish these goals the Air
Resources Board (ARB), the California Energy Commission (CEC) and the California
Public Utilities Commission (CPUC) are in the process of developing plans and
regulations, all of which will impact natural gas customers. At the local level, the two
extreme ozone non-attainment air districts in SoCalGas’ service territory are in the
process of developing Air Quality Management Plans (AQMP). Meeting the current
ozone standards will require approximately an 80% reduction beyond current levels in
emissions of oxides of nitrogen (NOX), which is a precursor to ozone. Since the
transportation sector is responsible for 80-90% of the NOx emissions in California and
the local air districts regulate only stationary sources, the 2016 AQMPs will have a
greater impact on SoCalGas’ customers than previous AQMPs. As such, SoCalGas needs
additional resources to engage in an active, informed manner in the development of the
plans (2015) and assist customers with implementation (2016).
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ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC - A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015

Response to Question 12e (Continued)

In summary, SoCalGas requires additional staff to engage in the federal, state and local
environmental and energy policy initiatives discussed above on behalf of natural gas
customers. A list of plans and proceedings resulting from the broader initiatives with
links to the relevant documents is provided below. While some of these initiatives have
been in place for several years, most have been updated since 2012 as it has become
apparent that state and federal environmental policy goals cannot be achieved without
redoubled efforts.

Federal:

Proposed Revisions to national Ambient Air Quality Standards for Ozone, issued:
2014 http://www.epa.gov/airquality/ozonepollution/pdfs/2014decwebinar.pdf
Climate Action Plan, issued: 2013
http://www.whitehouse.gov/share/climate-action-plan

Regulating carbon from existing power plants under section 111(d) of the clean air
act, issued: 2014
https://www.federalregister.gov/articles/2014/11/13/2014-26900/carbon-pollution-
emission-guidelines-for-existing-stationary-sources-electric-utility-generating
Federal Methane Regulations, issued 2014
http://www.epa.gov/airquality/oilandgas/whitepapers.htmi

State:

California’s 2030 Climate Commitment, Fourth Assessment currently underway
http://www.arb.ca.gov/html/2030climatecommitment.htm

Vision for Clean Air: A Framework for Air Quality and Climate Planning, issued
2012

http://www.arb.ca.gov/planning/vision/vision.htm

First Update to the AB32 Scoping Plan, issued: 2013
http://www.arb.ca.gov/cc/scopingplan/document/updatedscopingplan2013.htm
SB 605 (Lara, Chapter 523, Statutes of 2014), implementation: Ongoing
http://leginfo.ca.gov/pub/13-14/bill/sen/sb_0601-

0650/sb_605 bill 20140921 chaptered.htm

Low-Carbon Fuel Standard Reauthorization, implementation: 2012 - 2015
http://www.arb.ca.gov/fuels/lcfs/2a2b/2a-2b-apps.htm

Sustainable Freight Transport Initiative, issued 2013, and related programs:
http://www.arb.ca.gov/gmp/sfti/sfti.htm

Renewable Natural Gas Standard: expected legislation in 2015 based on
http://www.bioenergyca.org/wp-content/uploads/2014/11/BAC-Report-on-
Renewable-Gas-Standard.pdf

Natural Gas Act (AB1257) Report, work in process:
http://leginfo.legislature.ca.qov/faces/bilINavClient.xhtmI?bill id=201320140AB125
-
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC - A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015

Response to Question 12e (Continued)

e Integrated Energy Policy Report 2013 (IEPR): The CEC’s 2013 IEPR established a
definition for ZNE buildings in anticipation of ZNE requirements for new
construction starting in 2020. The treatment of natural gas technologies in these
regulations will have significant impact on natural gas ratepayers.
http://www.energy.ca.gov/2011_energypolicy/documents/2011-07-
20_workshop/presentations/Revised_Zero_Net Energy Definition.pdf

Local:
Air Quality Management Plan (AQMP) Development and Implementation:
http://www.agmd.gov/home/about/groups-committees/agmp-advisory-group

Local air districts must develop periodic AQMP identifying rules and strategies to meet
the NAAQS established by the Federal Environmental Protection Agency (EPA). Two of
the local air districts, SCAQMD and SJVAPCD, are currently not in attainment for PM
and ozone. By 2016, both districts must submit plans to meet current ozone standards.
The districts have already begun the public process to evaluate potential rules and
strategies to meet the standard. P&ES staff is needed to work with the district to develop
cost effective means to meet NAAQS. Activity levels will continue to increase as the
districts get closer to their 2016 deadlines and through the implementation period.
Finally, as discussed in testimony, new and more complex air quality regulations
continue to be developed and introduced. SoCalGas staff works with local air regulatory
entities to contribute expertise, address operational impacts on SoCalGas, and find the
most cost effective way to achieve air quality requirements. Additionally, SoCalGas
provides education and support to large non-residential customers who must comply with
increasingly complex air quality rules and regulations (p. 26)

f.  [Provide documentation that explains in detail and demonstrates why SCG'’s current
staffing level in its Policy and Environmental Solutions Work Group are insufficient to
perform the work activities proposed for TY 2016 (include all supporting documentation
in the response).]

Please see response to Question 12e above.

Staffing levels in 2013 were not sufficient to support the activity levels for P&ES.
Staffing levels in 2014 have increased due to the increased workload driven by policy
initiatives described above. 5.4 additional staff were added in 2014 to accommodate the
increased workload. These staff were: Environmental Policy Manager, Senior
Environmental Policy Advisor, Energy Policy Manager, Energy Policy Advisor,
Environmental Program Manager, and a staff member who was previously shared
60%/40% with another department was made 100% P&ES.
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Response to Question 12 (Continued)

g. [On page JGR-22 in Table JGR-10 and on page JGR-27, SCG shows lump sum figures
and provides a brief discussion for its non-labor forecast of $2.066 million ($6.198
million over three years) which is proposed to increase by $0.658 million or 46.73% over
2013 recorded adjusted expenses of 81.408 million. SCG'’s testimony and workpapers
are insufficient and incomplete. Provide all supporting documentation which clearly
identifies proposed activities and the basis for each number used in the calculation of the
forecasted expenses (i.e., the documentation that demonstrates the individual breakdown
of all costs included in each estimate along with source documentation/basis for
numbers; where/how did SCG calculate the non-labor figures found on page JGR-27)].

The following table provides a breakdown and the basis for the TY 2016 P&ES non-labor
forecast.

P&ES Non-labor Forecast
Activities 2016 Explanation
Additional travel with expanded
responsibilities in Sacramento (ARB, CEC,

Employee Costs 135,000 |Leg) plus travel & expense for new FTE
On-going sponsorship of energy &
Conference & Event Sponsorship 230,000 |environmental conferences and events

On-going educational webinars &
communications plus Environmental Dialogue

Communication & Educational Outreach 200,000 [and Opinion Leader research
Membership 85,000 |RegFlex, CCEEB, other

Additional customer support for 2016 AQMP
Engineering Support 168,000 [Rule development

Update of transportation pathways work &
SJV emissions study, update of 2050

Update of Existing Studies 323,000 |study/evaluation of 2030 GHG target
Technology Development Pathway to 2050,
evaluation of new EPA standard, studies on
methane emissions, indoor air quality, natural
gas in the ZNE home (several are likely to be

New Studies 925,000 [mult-year studies)
Total 2,066,000
28
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC — A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015
Response to Question 12 (Continued)

h. [Provide documentation that clearly shows a detailed breakdown of all activities and
associated non-labor costs incurred for 2013 for SCG'’s Policy and Environmental
Solutions Work Group].

Please see the attachment included in response to Question 10 above (“ORA-SCG-DR-
043-TLG-Q10.xIsx”) for a detailed breakdown of P&ES non-labor costs incurred in
2013.
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Appendix A-Attachment A.3
ORA-SCG-DR-043-TLG, Question 13
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13.

ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC — A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015

SCG’s Natural Gas Vehicle Program forecasts $2.271 million ($6.813 million over three
years) in TY 2016. This is an increase of $0.839 million or 58.59% over 2013 recorded
adjusted expenses of $1.432 million. The five year average (2009-2013) is $1.541
million. SCG’s expenses were relatively stable between 2009 and 2011, and then
increased by $0.429 million in 2012. SCG’s expenses decreased by $0.464 million
between 2012 and 2013 back down to the recorded expense levels of 2009-2011

Provide documentation that explains in detail and demonstrates the amount of funding
SCG requested and was authorized in its 2012 GRC (D.13-05-010) for its Natural Gas
Vehicle Program.

Referring to pages JGR-29 to JGR-31, SCG forecasts $1.111 million in labor expenses in
TY 2016, this is an increase of $0.493 million or 79.77% over 2013 recorded adjusted
expenses. SCG’s forecast includes incremental funding for five additional FTEs. SCG’s
FTEs and associated labor expenses have declined between 2010 and 2013. Provide
documentation that explains if during 2009-2013 SCG added “new G-NGV customers”,
received customer inquiries, including inquires related to new programs and regulations,
performed customer services for “existing G-NGV customers”, performed “outbound
customer contacts and meetings to promote adoption”, and performed activities
associated with various customer events.

On page JGR-29 in Table JGR-11, SCG shows a lump sum figure of $1.161 million for
its non-labor forecast but does not provide any discussion for its proposed non-labor
activities which is proposed to increase cost by $0.346 million or 42.45% over 2013
recorded adjusted expenses of $0.815 million. The five year average from 2009 through
2013 is $0.890 million. SCG’s testimony and workpapers are insufficient and
incomplete. Provide all supporting documentation which clearly identifies proposed
activities and the basis for each number used in the calculation of the forecast expenses
(i.e., the documentation that demonstrates the individual breakdown of all costs included
in each estimate along with source documentation/basis for numbers; where/how did
SCG calculate the non-labor figures).

SoCalGas Response:

a.

In the 2012 GRC (D.13-05-010), the NGV Program requested incremental funding of
$860,000 and was authorized $230,000 (2009 dollars) in incremental funding (pages 640
—641).

During 2009-2013, SoCalGas and SDG&E added 94 G-NGV meters, an increase of
29.6%. The G-NGV tariff requires a separate meter for each compressed natural gas
vehicle refueling station, so the increase in meter account directly correlates to an
increase in compressed natural gas (CNG) vehicle refueling stations for both existing and
new customers in the combined service territories.
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ORA DATA REQUEST
ORA-SCG-DR-043-TLG
SOCALGAS 2016 GRC — A.14-11-004
SOCALGAS RESPONSE
DATE RECEIVED: JANUARY 21, 2015
DATE RESPONDED: FEBRUARY 5, 2015
Response to Question 13b (Continued)

Preliminary site evaluation forms are submitted by customers interested in potentially
constructing CNG vehicle refueling stations. During 2009-2013, SoCalGas and SDG&E
saw annual Preliminary Site Evaluation (PSE) submittals increase from 9 in 2009 to 79 in
2013. Although SoCalGas did not track all individual customer contacts and inquiries;
collectively, the growth in these two metrics demonstrate the significant market growth,
customer interest, and associated utility outreach activities occurring during this period.

c. As stated in Exhibit SCG-13 page JGR-32, “Incremental non-labor costs include
$346,000 account management and customer outreach program costs for off-road
applications, commuter/home refueling applications, Low-Carbon Fuel Standard (LCFS)
program, customer safety training courses, and employee expenses related to incremental
FTES.” An explanation of the individual costs is detailed in Workpaper Exhibit SCG-13-
WP (pages 35 to 36; see attached file “ORA-SCG-DR-043-TLG-Q13c
Attachment.pdf”’). Employee expenses are based on historical costs and LCFS program
costs are based on quotations from contractors. Other non-labor costs associated with
customer safety training courses and account management and customer outreach
program costs for new and emerging markets (off-road applications, commuter/home
refueling applications) were estimated.
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Appendix B
SoCalGas-ORA-DEF-004-TLG; Question B.1
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ORA DEFICIENCY DATA REQUEST
SOCALGAS 2016 GRC — A.14-11-XXX
SOCALGAS-ORA-DEF-004-TLG
PARTIAL RESPONSE
DATE RECEIVED: AUGUST 21, 2014
DATE RESPONDED: SEPTEMBER 6, 2014

B. D.89-01-040 Appendix B, page B-22 item 4 requires SoCalGas to furnish base year historical
and estimated data and subsequent years with evaluation of changes up to and including the
test year.

SoCalGas needs to:

1. Provide account/line item detail that shows explanations “and” a breakdown of the
calculation for “all” recorded increases/decreases in the last five years for “labor and
non-labor” expenses and capital expenditures. In the sections included in SCG-10, SCG-
11 SCG-12, and SCG-13, SoCalGas did not provide discussions in its testimony or
workpapers on the increases/decreases of the changes in expense levels during the last
five years.

SoCalGas Response:

Please see separate attachments:
SCG-ORA-DEF-004-TLG-B1-O&M-SCG-10 (Sara Franke)*
SCG-ORA-DEF-004-TLG-B1-O&M-SCG-11 (Evan Goldman)
SCG-ORA-DEF-004-TLG-B1-O&M-SCG-12 (Gwen Marelli)
SCG-ORA-DEF-004-TLG-B1-O&M-SCG-13 (Jeffrey Reed)

*Response is forthcoming for SCG-ORA-DEF-004-TLG-B1-O&M-SCG-10
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ORA Deficiency Data Request
SoCalGas-ORA-DEF-004-TLG

Question B.1
Exh No: SCG-13
Witness Name: Jeffrey Reed
Constant 2013S$ in Thousands
Adjusted Recorded Variance Workpaper Page
2009‘ 2010‘ 2011 2012 2013 2009-10 2010-11 2011-12 2012-13
2RD001.001 - RD&D CS Technology Development (Refundable)
Labor 1,182 1,400 1,357 1,447 1,134 218 (43) 90 (313)
NLbr 8,990 11,264 11,289 6,919 6,945 2,274 25 (4,370) 26
NSE 0 0 0 0 0 - - - -
2RD001.001 Total 10,172 12,664 12,646 8,366 8,079 2,492 (18) (4,280) (287)|Page 6 of 60
Variance Explanation Variance Amount
2009-10
Labor

The Research Develepment and Demonstration (RD&D) program is on a 4 year cycle (2008-2011) with an
authorized level of spend. Spending level fluctuates year-to-year based on project timing, mix of internal
versus external resources and timing of movement of staff into and out of the department.

218
NLbr | | |
The Research Develepment and Demonstration program is on a 4 year cycle (2008-2011) with an authorized
level of spend. Spending level fluctuates year-to-year based on project timing, mix of internal versus external
resources and timing of movement of staff into and out of the department.
2,274
2,492
2010-11
Labor
The Research Develepment and Demonstration program is on a 4 year cycle (2008-2011) with an authorized
level of spend. Spending level fluctuates year-to-year based on project timing, mix of internal versus external
resources and timing of movement of staff into and out of the department.
(43)
NLbr
The Research Develepment and Demonstration program is on a 4 year cycle (2008-2011) with an authorized
level of spend. Spending level fluctuates year-to-year based on project timing, mix of internal versus external
resources and timing of movement of staff into and out of the department.
25
(18)
2011-12
Labor
The Research Develepment and Demonstration program is on a 4 year cycle (2012-2015) with an authorized
level of spend. This was the begining of the cycle with new authorized level of spend. Spending level
fluctuates year-to-year based on project timing, mix of internal versus external resources and timing of
movement of staff into and out of the department. 90

NLbr ‘
The Research Develepment and Demonstration program is on a 4 year cycle (2012-2015) with an authorized
level of spend. This was the begining of the cycle with new authorized level of spend. Spending level
fluctuates year-to-year based on project timing, variation in the size and co-funding of individual projects and
timing of payments to outside parties near year end. 2012 spend was uncharacteristically low because of (4,370)
project start delays due to a delayed GRC decision.

(4,280)
2012-13
Labor
The Research Develepment and Demonstration program is on a 4 year cycle (2012-2015) with an authorized
level of spend. Spending level fluctuates year-to-year based on project timing, mix of internal versus external
resources and timing of movement of staff into and out of the department.
(313)
NLbr
The Research Development and Demonstration program is on a 4 year cycle (2012-2015) with an authorized
level of spend. Spending level fluctuates year-to-year based on project timing, variation in the size and co-
Note: Totals may include rounding differences. SCG-ORA-DEF-004-TLG-B1-O&M-SCG-13(1).xIsx - 2RD001.001
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ORA Deficiency Data Request
SoCalGas-ORA-DEF-004-TLG

Question B.1
Adjusted Recorded Variance Workpaper Page
2009‘ 2010‘ 2011 2012 2013 2009-10 2010-11 2011-12 2012-13
2RD001.001 - RD&D CS Technology Development (Refundable)
Labor 1,182 1,400 1,357 1,447 1,134 218 (43) 90 (313)
NLbr 8,990 11,264 11,289 6,919 6,945 2,274 25 (4,370) 26
NSE 0 0 0 0 0 - - - -
2RD001.001 Total 10,172 12,664 12,646 8,366 8,079 2,492 (18) (4,280) (287)|Page 6 of 60
funding of individual projects and timing of payments to outside parties near year end. 2012 spend was
uncharacteristically low because of project start delays due to a delayed GRC decision. 26
(287)

Note: Totals may include rounding differences. SCG-ORA-DEF-004-TLG-B1-O&M-SCG-13(1).xIsx - 2RD001.001
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Appendix C

Technology Needs Assessment Summary
(Appendix B of Ex. SCG-013-R; Direct Testimony of Jeffrey G. Reed;
Customer Service Technologies, Policies and Solutions)
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